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FACT SHEET
& It is estimated that the Isreel budget for fiscal year 1970, beginning
next April lst, will look samewhat as follows:
: IL Billion
TOTAL EXPENDITURE - 9.5

of which DEFENSE will be allotted 4.0 (42%), although Ministry of
Defense has requested more, and will probably receive more before
fiscal year is campleted.

TOTAL INOOME

Fram: TAXATION, including incame, customs, excises, etc..4.8

INTERNAL LOANS, mainly bonds bought by Israeli

public and bankS....e... | S SRS P 2.0
EXTERNAL LOANS, fram cutside Israel.....cececevsascs 1.0
MISCELTANEQUS, s c s e ssssnsscssscs e S

UNCOVERED DEFICIT, source for which as yet unknown.l.2

95

2 Defense costs will consume 83% of tax revenue (4 billion IL out of
4,8 billion IL, as a minimum). All other services for the population must be
met out of the balance, which might be IL 800 million, as a maximum. This is

obviously an impossibility.



3. It is estimated that the costs of social services for the population,
including immigration and absorption, for fiscal 1970 in all areas will approximate
IL 2.6 billion (or $750 million). Of this it is estimated that $500 million are
in areas which have been the traditional responsibility of philanthropy, and which
must be met by philanthropic dollars, as follows:

Immigration, Transportation, Absorption, Social Welfare

Smjlm-......’.....‘..l........C..‘I...“.-....-.lfs 135

Health Services, maintained at 1968 levelS....eccceeecceses 60
Education (non-compulsory: pre-knadergarten, secondary,

vocational) ccesecasns s e s ol e i sfilfesesssssopsss 75
Institutions of Higher Iearming........ AP s osinssanparve 55
Yot Care am TIALIING . o 's e ais THIE = @ s o/ smnies o) alenienns 10
Absorption in Agricultural Settlements (excluding

occupied areas)...e... Siaeeede « <o g'e 0V s o seovssaves 40
mgrant m]sirg ........... L L B R B L L B L B L ] _12_5



4. The following table summarizes same of the above:

BUDGET DATA, by FISCAL YEARS (April 1-March 31)
(in Billion Israel Pourds)

1966/67 1967/68 1968/69 1969/70 1970/71

TOTAL EXPENDITURES 4.5 Sa7 6.4 8.1 9.9
Defense Expenditures 1.2 2.0 237 3.3 4.0
(Defense as % of total) (27%) (35%) (42%) (40%) (42%)

INCOME FROM:

Taxation 2.5 2.8 K ¢ 4.0 4.8
(Defense as % of tax revenue) (48%) (71%) (84%) (83%) (83%)
Internal Loans .8 13 e 2.0 2.0
External Loans .6 9 .8 1.0 1.0
Miscellanecus .3 S .5 .4 B
Uncovered Deficit .3 o2 .4 ol 1.2

(e 11.4 12.1 14.0 d5.7 17.0

Defense as % of QP (11%) (16%) (19%) (21%) (24%)

THE ECONQMY KEEPS GROWING, THE PEOPLE OF ISRAEL KEEP PAYING MORE TAXES,
BUYING MORE GOVERNMENT BONDS, AND YET THE DEFENSE COSTS MOUNT IN SUCH TREMENDOUS
VOLUME AS TO QONSUME AIMOST THE ENTIRE TAX INCOME AND AILMOST ONE-FOURTH OF THE

ENTIRE GNP. NO COUNTRY IN THE ENTIRE WORLD BEARS SUCH A BURDEN. IN AMERICAN

BEQUIVALENT TERMS, THE GNP IS AROUND $900 BILLICN AND THE DEFENSE COST IS AROUND
$80 BILLIGN, OR 9%. IMAGINE THE EFFECT IN THE U.S. IF THE DEFENSE COST WAS 24%,

OR WELL OVER $200 BILLION.



54 As examples of same of the military expenses, but cbviocusly not all-
inclusive, are the following items:
million $
a) Air force needs, including Phantams, Skyhawks, helicopters..210

b) Sinai Desert-Suez Canal area, including repair of fortifi-

cations and road to Sharm—el-Sheikh...cseeeecsccccenccnns 30
c) Fortifications and shelters - Lebanese border.......... svsse 20
d) Fortifications, shelters, defense devices - Jordan border -

all way down to Eilat....eeeee csassnsssssnsnss s saves N
e) Fortifications and shelters - Golan HeightS...eeeecescccaess 10
f) Occupied territories - social services and econanic

reconStiction. ceiieanns « « « « o8 S SR 70
g) Occupied territaries — military eXpense...i.esscsescscscccss 200
h) Armored COIpPS NEEAS...ceeseascncenceassassiasnscsanssas veess 75
i) One week of heavy shelling across Canal.....escceecesccccces 35

6. The present situation reguires more men to serve in both regular forces

and in the reserves, 42 days per year. ISRAEL HAS TODAY 10% OF ITS ENTIRE LABOR
FORCE IN UNIFORM. It is cbvious what a disruptive effect this has on the total
econany. In American terms, this would mean maintaining an armed force of more than
8 million men (10% of a labor farce of 83 million). Actually, the American armed
farce is about 3% million men, fulfilling all global commitments, including Vietnam.
In relative terms, the Israeli burden is almost three times greater than the

American burden.

(= Casualties are mounting, both civilian and military, both dead and
wounded. During the Six-Day War, there were 759 dead and about 2000 wounded.
SINCE THE WAR, THERE HAVE BEEN 401 DEAD AND 1551 WOUNDED (.figures as of

8 August 1969).



5.

8. Another way to lock at the terrible burden of defense is in terms of the
balance of payments for Israel. Far fiscal 1970, it is estimated that the gap
between imports and exports will be $975 million, of which $525 will be directly

attributable to defense purchases.

Balance of Payments Data, by Calendar Year
(in million $)

1966 1967 1968 1969 1970
TOTAL IMPORTS 1,317 1,479 1,876 2,200 2,475
(of which far defense) (159) (324) (347) (425) (525)
TOTAL EXPORTS 872 950 1,180 1,325 1,500
DEFICIT 445 529 696 875 975
DOLLAR RESERVES, at
beginning of year 643 621 715 663 500
RESERVES, as % of
Imports (49%) (42%) (38%) (30%) (20%)

IN OTHER WORDS, BY THE END OF 1969 THE DOLLAR RESERVE WILL BE DROPPING

TO THE DANGEROUS POINT OF BEING ABLE TO CQOVER ONLY 2% MONTHS WORTH OF TOTAL IMPORIS.

9. It is interesting to note that in regard to the U.S.-Israel balance of
payments, Israel is currently spending more mcney in the U.S. than she is receiving
fram the U.S., in all categories. For 1969, there will be a capital deficit for

Israel of $15 million, far 1970 it is estimated to rise to $75 million.



10. It is anticipated that the mmber of new immigrants during 1970 will
be at least 40,000 persons - possibly rising as high as 50,000 if conditions in a

particular country pexmit. This will be a very sizable increase over previws-years.

X1, Social services are being frozen at 1967/8 levels, which includes welfare
grants., As of August 1969, all public building is being frozen, including cammnity
centers, old folks' hames, municipal and govermment structures, synagogues and

sport clubs. Hospital building was frozen more than cne year ago.

12, One-quarter million people are living in sub-standard housing, dangerous
slums - and nothing can be done about this.

13. One-fourth of the total families in the country are living below the
povery line, which has been variously defined as IL 300-400 per month per family
(about $100) .



CONCLUSIONS

. 3 In the face of Arab refusal to make peace, and the mounting intensity of
the war of attrition and terrorism, Israel's need to defend herself mounts in cost.
In fiscal 1970 defense costs will be mare than twice as much as the defense costs

during the year of the Six-Day War.

2 The Israeli citizen, bearing one of the heaviest tax burdens in the entire
world, will produce enough revenue just barely to cover the defense costs, with
almost nothing left over.

8 The social costs for the population rise, as immigration rises, and the
entire responsibility for the philanthropic burden must be met by free world Jewry,
not partial response, as has been the case in the past.

4, The Emergency Fund for 1969 will achieve a bit more than $100 million in
pledges, and the Regular Fund just under $75 - for a total of $§175 million. This will
be a $20 million total increase over 1968.

5, For 1970 it is necessary for the Emergency Fund to reach the Six-Day War
level of $175, which, together with the Regular Fund of $75, will represent a total
of $250 million. Even this is only half the amount required. A tremendous effort
will be made by other Jewish cammnities in the world, as well. There is simply no

alternative.

7 September 1969
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FACT SHEET

1. It is estimated that the Israeli internal revenue for fiscal ycar 1969, beginning
April first, i. ;3.. everything which can be expected to come from the Israeli
citizens themsclves, through their tremendously high tax schedule, will be
somewhcre between IL 3.3 and IL 3,6 billion (approximately $1 billion);

2. It is estdmated that the defense budget for operations and maintenance, exclusive
of capital, in fiscal 1969, will be more than IL 3 billion (also about $1 billion).
Two years ago the compa.rable figure was IL 1,25 billion.

v tw.k v l-\‘llji"*""' x 4-;.4:3“-—
3. It is estimatad that theucosts for social services of the po'mlatmn in fiscal 1969 1170

in all arcas will /,an

Social Welfare Services, including

Immigration and Absorption $100, 229, 290
Health Services : 50, 229, 230
Education (non-cornpulsory: pre-kindergarten,

secondary, vocational) 75, 000, 000
Institutions of Higher Learning 35,000, 000
Youth Carc and Training 6, 099, 200
Absorption in Agricultural Settlecments

(excluding occupied areas) 24, 209, 099
Immigrant Housing 75, 020, 200

TOTAL $365, 200, 020

FROM THE ABCVE THREE ITEMS IT IS CLEAR THAT ALMOST
THE ENTIRE REVENUE CF ISRAEL IS RECUIRED TO MAINTAIN
HER DEFENSE, AND THAT THERE IS PRACTICALLY NO MONEY
AVAILABLE FROM ISRAEL'S INTERNAL REVENUE SCURCES FOR

ANY CF THE SCCIAL SERVICES FOR THE POPULATION,



4. It is anticinated that the number of new immigrants during 1969 will be at
ko seo ~ JO Swo

least 33, 009 persons, which is a2 considerable increase over the years of

: Qebhe %-.. G € : ¢ hosp b
- SLem 1= = >3 P
1967 and perhaps 1968. L b U_j"\t, o, ,Lt }.uos_fw;_ muniepd % g ro.,u:), )
(W_{MW eds § ,-\,‘\3."'..--&-‘)J p/‘_{,fw&? Sfetye€s . !
5. Social Services are being frozen atf968 1eveis. All hospital building is being
frozen, as well as psychiatric services, pre-natal and infant welfare clinics,
and welfare grants,

\
6. It is estimated that 123, 002 families (one out of five) are living in sub-standard

& LM housing, and nothing can be done in 1969 to improve this situation.
7. It is estimated that there are 116, 039 (one ox'zt of six) families living below
= ﬂ the poverty line, which has been defined as II; 49) (less than $115) per family
J per month, and nothing can be done to relieve this situation in 1969.
8. The defense budget of Israecl for fiscal 1969 will be 207% of the Gross National
Product. The comparable figure for the United States is 10%. This is
clearly a tremendous burden on the people and economy of Israel,
9. In épite of the anticipated increase in Israel's exports, as her economy expands
the balance of payments deficit for %is expected to be between %&15—‘56-50"
million, out of which imports for defense puroses will account for $3723 5‘1’(
million,
10. The military operating budget referred to in Paragraph 2 abo-ve and the balance
of payments deficit referred to in Paragraph 9 above does not include capital
payments for such items as purchase of Thantoms, or otherl sophisticated

weapons which must be manufactured in Israel, for which there will obviously

be very heavy costs.



3

11, It is estimated that 3% of the population of Israel is in uniform and on active

service, all year round. To understand the meaning of this burden, trans-

lated into Am_eri‘can terms this would mean an army of 6 million men in the

United States. Actually, even with our commitments in Vietnam, NATO, and

other parts of the world, the United States does not have more than 3-1/2

million men in uniform.

L

12, As an example of some of the expenses of the military budget, referred to

in Paragraph 2 above, but by no means all-inclusive, are the following items:

i $ Million

a) Sinai Desert - Suez Canal Area 55
b) Military expenses in occupied terrifories 149
¢) Social services in occupied territories 30
d) Border guards and electronic fence,

against infiltrators 75
e) Navy, to keep open passage to Eilat 20
f) Jordan and Beit Shean Valley, for shelters,

paving of roads and concrete roofs 12
g) Civil defense, including anti-gas, in

vulnerable areas . 12
h) Air force and armoured corps needs 300

CCNCLUSION

From all of the above, certain conclusions are clear and obvious.

1. In the face of continuous Arab refusal to make peace, Israel's need to defend

herself mounts in cost. Present day costs are almost three times as much

.

as just two short years ago (see Paragraph 2 above).



ZI

4,
With one of the heaviest tax b_urdens in the world, the Israeli taxpayer is
barely able to pay for these costs, and there is almost nothing left over
(see Paragraph '3 above). |
The social welfare costs are estimated to be $42J million (see Paragraph 3
above), of which $365 million are in areas of traditional phi lanthropic
responsibility,
Prior i;o June, 1967 two thirds of the funds for maintenance of UJA-supported

programs in Israel, for which it had the responsibility, was voluntarily

contributed by the people of Israel. This is no longer possible,

. It is the responsibility of free Jews in the outside world to provide the

®
$365 million., Estimating what might be available from the regular campaign

in the United States in 1969, plus what might be available from campaigns,
both regular and emergency, in the rest of the world in 1969, it is clear that
the burden which can be met only by the Israel Emergency Fund of United
States Jewry in 1969 is over $200 million.

This is more than was raised during the Emergency Fund of 1967, It is
therefore clear that the Emergency campaign of 1969 must be even larger

than that of 1967, There is simply no alternative.

13‘ 3. 68



Israel Balance of Payments Data
Calendar Years '1966-1970

(in million U.S.$)

Calendar Year 1966 1967 1968 1969 1970
1. Total Imports 1,317 1,479 1,876 2,200 2,475
(of which Defense) (159) (324) (347)  (425) (525)
2. Total Exports 872 950 1,180 1,385 1,500
3. Deficit (1-2) 445 529 696 875 975
4. Beginning of year
BK of Israel Reserves 643 621 715 €663 500
5. Reserves % of Imports ‘(V
(8/1) (49%) . (heg)  (388) . (308)  (20%) ~Z el
6. Imports from U.,S. 400 434 - 570 640 800
- 7. Exports to U.S. 196 214 300 260 290
8. Israel Defic-itw;*zoll 220 270 360 510 o
9. Capital import from US 232 464 314 gﬁg 435 = 335,2",,,9 0
e~ bo
10. Overall Israel Deficit t‘): o
(8-9; -=surplus ) -28 -244 - 44 15 75 Dogpes 130
,\,',4,\\ &V
# including U.J.A. and Bonds
D.S. Sept. 4, '69
. - el L8, 299 (
B iboaditlen o o x::u T e !
e Aoy ep@l topr
_-’__....--'"__"\

72.( {



UNITED JEWISH APPEAL, INC.
1290 AVENUE OF THE AMERICAS
NEW YORK, NEW YORK 10019 CONFIDENTIAL

M E M O R A ND U M

10 September, 1969
TO: UJA Field Staff

/
FROM: Herbert A, Friedman

First of all, I want to express my regret at being unable to be with you during
the meetings in New York in August. 1 look forward to seeing each member of our
staff in the near future -- and particularly to getting to know each new member
personally,

I assume you have received and read my "Personal Letter" of August 22 which was
written in Jerusalem. It contained some strong statements. To you, as members
of the family, let me say they could have been even stronger. According to every
sign, during the months ahead Israel's enemies will intensify and accelerate the
present level of combat, There may or may not be full-scale war. But there will
be an increasing cost for Israel in blood and in money. Everyone must admit the
gravity of the situation -- there is no arguing with it. I'm enclosing a fact
sheet which is extremely confidential. Read it very carefully - and learn its
contents in detail. It tells the whole story.

A lot of bills will be coming due for Israel next year, and even more of them
will have to be met in 1971. Despite the price required for keeping herself
secure, Israel anticipates -- as always in the happiest sense of that word --
receiving at least 40,000 immigrants in 1970, There are mounting problems in the
areas of housing, education, health and welfare services, and of general economic
absorption, ito be overcome., After careful consideration of all it entzils, I've
made a commitment that we're going to raise much more money in 1970 than we raised
in 1969 - and 1969 will be about $20 million more than 1968. We must continue to
raise more - and we will try in 1970 to shoot for the 1967 high-water mark.

*This is a commitment that must be met. It is going to take hard work on the par:

2

of all of us, individually -- and collectively as a team --, but there is good
evidence that it can be done. We turned an important corner in 1969 by performing
what is considered a virtual impossibility in fund-raising -- halting a downward
trend in giving that became evident in fall, 1968, and making it reverse itself
this year. We've got to make this reversal in itself a trend in 1970 -- a trend
sharply upward.

As I have been intimating, I see us as involved in a task of making a pair of
rather breath-taking climbs in the two years ahead. A successful achievement in
the 1970 campaign is vital both for its own sake and the momentum which must be
created for 1971. Truly the maintenance of Israel's well-being, perhaps the very
assurance of its continuing security now so bravely guaranteed for us, never were
as closely tied to the measure of our accomplishment. On our part, it will take
all the skill that the old hands have and you new men must acquire, plus plenty of
imagination, real understanding -- and plain hard work. Most of all, to suceed
we must see to it that the challenge confronting us is not only accepted —-- but
accepted enthusiastically -- by the entire American-Jewish community. And that
kind of acceptance has to begin with you.

See you soon.

HAF:bga ﬂiﬁua/%‘ !f“

Enc,



CONFIDENTIAL = NOT TO BE PUBLISHED OR
REPRINTED IN ANY FORM. NOT TO BE

NO. DISTRIBUTED TO ANYONE ELSE. ONLY FOR
YOUR PERSONAL USE.

FACT SHEET
&a It is estimated that the Isreel budget for fiscal year 1970, beginning
next April lst, will look samewhat as follows:
. IL Billion
TOTAL EXPENDITURE 9.5

of which DEFENSE will be allotted 4.0 (42%), although Ministry of
Defense has requested more, and will probably receive more before
fiscal year is campleted.

TOTAL INCOME

Fram: TAXATION, including incame, custams, excises, etc..4.8

INTERNAL LOANS, mainly bonds bought by Israeli

p‘i)lj—caﬂbm-nol. ........ llllllll.l.-culzuo
EXTERNAL ILOANS, fram ocutside Isracl...ecececcescsss 1.0
MISCETLANEGRES . . .7 ot e sle s o » < s 0 lh o +.5 0060 sniessnsss e

UNCOVERED DEFICIT, source for which as yet unknown.l.2

3.5

2 Defense costs will consume 83% of tax revenue (4 billion IL cut of
4.8 billion IL, as a minimum). All other services for the population must be
met out of the balance, which might be IL 800 million, as a maximum. This is

cobviously an impossibility.



3. It is estimated that the costs of social services for the population,
including immigration and absorption, for fiscal 1970 in all areas will approximate
IL 2.6 billion (or $750 million). Of this it is estimated that $500 million are
in areas which have been the traditional responsibility of philanthropy, and which
must be met by philanthropic dollars, as follows:

Immigration, Transportation, Absorption, Social Welfare

SeY IR, S R AU R AR e A e AT A s « & 130
Health Services, maintained at 1968 levelS....cceceecvesns 60
Education (non-compulsory: pre-kinde:gart:an, secondary,

vocational) . c fe e o Chisn s s o ¥8 o s onaliB e s o B cscroovcsone 75
Institutions of Higher Iearning..ees... P o s ss o e e 55
Youth Care and Training..csecees T Cadedesnmns: WU
Absorption in Agricultural Settlements (excluding

occupied areas)ic.te ... B - R At e ss cenmeene ‘40
Immigrant HOUSING...eceeecscssopassscessescscssccccacacnns 125



.(Def

4, The following table summarizes same of the above:

BUDGET DATA, by FISCAL YEARS (April l-March 31)

(in Billion Israel Pourds)

1966/67 1967/68 1968/69 1969/70 1970/71

TOTAL EXPENDITURES 4.5 S 6.4 8.1 9.5

Defense Expenditures 1.2 2.0 2.7 3.3 4.0

(Defense as % of total) (27%) (35%) (42%) (40%) (42%)
INCOME FROM:

Taxaticn 259 2.8 32 4.0 4.8

ense as % of tax revenue) (48%) (71%) (84%) (83%) (83%)

Internal Loans .8 it 5] e 2.0 2.0

External Loans .6 9 .8 1.0 1.0

Miscellanecus 3 5 oD 4 oD

Uncovered Deficit < o2 .4 o 1.2

aw 11.4 12.1 14.0 15.7 17.0

Defense as % of GNP (11%) (16%) (19%) (21%) (24%)

THE ECONQMY KEEPS GROWING, THE PEOPLE OF ISRAEL KEEP PAYING MORE TAXES,

BUYING MORE GOVERNMENT BONDS, AND YET THE DEFENSE COSTS MOUNT IN SUCH TREMENDOUS

VOLUME AS TO QONSUME ALMOST THE ENTIRE TAX INCOME AND AIMOST ONE-FOURTH COF THE

ENTIRE GNP. NO COUNTRY IN THE ENTIRE WORLD BEARS SUCH A BURDEN. IN AMERICAN

BEQUIVALENT TERMS, THE GNP IS AROUND $900 BILLION AND THE DEFENSE COST IS AROUND

$80 BILLION, OR 9%. IMAGINE THE EFFECT IN THE U.S. IF THE DEFENSE COST WAS 24%,

OR WELL OVER $200 BILLION.
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=% As examples of same of the military expenses, but cbviocusly not all-
inclusive, are the following items:
million §
a) Air force needs, including Phantams, Skyhawks, helicopters..210
b) Sinai Desert-Suez Canal area, including repair of fortifi-

cations and road to Sharm—el-Sheikh...cececcecccccnnsesss 30
c) Fortifications and shelters - Lebanese border....... DR 20
d) Fartifications, shelters, defense devices - Jordan border -

all way doirt BoBIat.cuvacisviveinhe s sias st s e esisseis 50
e) Fartifications and shelters - Golan HeightS...e.ceeeeencnnns 10
f) Occupied terrif;ories - social sexrvices and econamic

reconstruction..... S nsie oo clomienlils Suls @ o 0o 3 nmel T EEAEE 70
g) Occupied territories — military eXpensSe....sceecescssccsscs ..200
h)  AmmordiCHDE DAL s TR e s e s ST SE s SR RS Tecale e + o o s = o « 75
i) One week of heavy shelling across Canal....seesscssssccssces 3.5

6. The present situation requires more men to serve in both regular forces

and in the reserves, 42 days per year. ISRAEL HAS TODAY 10% OF ITS ENTIRE LABOR
FORCE IN UNIFORM. It is aobvious what a disruptive effect this has on the total
econany. In American terms, this would mean maintaining an armed force of more than
8 million men (10% of a labor force of 83 million). Actually, the American armed
farce is about 3% million men, fulfilling all glcbal commitments, including Vietnam.
In relative terms, the Israeli burden is almost three times greater than the

American burden.

7. Casualties are mounting, both civilian and military, both dead and
wounded. During the Six-Day War, there were 759 dead and about 2000 wounded.
SINCE THE WAR, THERE HAVE BEEN 401 DEAD AND 1551 WOUNDED (figures as of

8 August 1969).
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8. Another way to lock at the terrible burden of defense is in temrms of the
balance of payments for Israel. For fiscal 1970, it is estimated that the gap
between imports and exports will be $975 million, of which $525 will be directly

attributable to defense purchases.

Balance of Payments Data, by Calendar Year

(in million $)
1966 1967 | 1968 1969 1970
TOTAL IMPORTS 1,317 1,479 1,876 2,200 2,475
(of which for defense) (159) (324) (347) (425) (525)
TOTAL EXPORTS 872 950 1,180 1,325 1,500
DEFICIT 445 529 696 875 975
DOLLAR RESERVES, at
beginning of year 643 621 715 663 500
RESERVES, as % of
Imports (49%) (42%) (38%) (30%) (20%)

IN OTHER WORDS, BY THE END OF 1969 THE DOLLAR RESERVE WILL BE DROPPING

TO THE DANGEROUS POINT OF BEING ABLE TO COVER ONLY 2% MONTHS WORTH OF TOTAL IMPORITS.

9. It is interesting to note that in regard to the U.S.-Israel balance of
payments, Israel is currently spending more money in the U.S. than she is receiving
fram the U.S., in all categories. For 1969, there will be a capital deficit for

Israel of $15 million, for 1970 it is estimated to rise to $75 million.
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10. It is anticipated that the nunber of new immigrants during 1970 will
be at least 40,000 persons - possibly rising as hgh as 50,000 if conditions in a

particular country permit. This will be a very sizable increase over previous years.

11. Social services are being frozen at 1967/8 levels, which includes welfare
grants. As of August 1969, all public building is being frozen, including community
centers, old folks' hames, municipal and govermment structures, synagogues and
sport clubs. Hospital building was frozen meore than one year ago.

32 One—quarter million people are living in sub-standard housing, dangerous
slums - and nothing can be done about this.

13. One-fourth of the total families in the country are living below the
povery line, which has been varicusly defined as IL 300-400 per month per family
(about $100) .



QONCLUSIONS

1. In the face of Arab refusal to make peace, and the mounting intensity of
the war of attrition and terrorism, Israel's need to defend herself mounts in cost.
In fiscal 1970 defense costs will be mare than twice as much as the defense costs

during the year of the Six-Day War.

2, The Israeli citizen, bearing one of the heaviest tax burdens in the entire
world, will produce enough revenue just barely to cover the defense costs, with
almost nothing left over.

35 The social oosts for the population rise, as immigration rises, and the
entire responsibility for the philanthropic burden must be met by free world Jewry,
not partial response, as has been the case in the past.

4, The Emergency Fund for 1969 will achieve a bit more than $100 million in
pledges, and the Regular Fund just under $75 - far a total of $175 million. This will

be a $20 million total increase over 1968.

5 For 1970 it is necessary for the Bmergency Fund to reach the Six-Day War
level of $175, which, together with the Regular Fund of $75, will represent a total
of $250 million. Even this is only half the amount required. A tremendous effort
will be made by other Jewish camumities in the world, as well. There is simply no

alternative.

7 September 1969
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ABOUT THT CRITICAL NZEDS BEHIND THE 1969 ISRAEL EMERGENCY FUND

Almost the entire revenue of Israel is required to maintain her defense, and
there is practically no money available from Israelfs internal revenue sources
for any of the social services for the populatioﬁ.

It is estimated that the costs for social services of the population in fiscal
1969 in all areas will be $420 million. Of this, it is estimated that $365
million are in areas which have been the traditional responsibility of philan-
thropy, and which must be met by available philanthropic dollars, as follows:

Social Welfare Services, including

Immigration and Absorption . $100,000,000
Health Services 50,000,009
Education (non-compulsory: pre-kindergarten,

secondary, vocational) 75,0€9,000
Institutions of Higher learning 35,003,009
Youth Care and Training 6,000,009
Absorption in Agricultural Settlements

(excluding occupied areas) 24,000,000
Immigrant Housing _ 75,000,009

TOTAL $365, 000,000

It is anticipated that the number of new immigrants during 1969 will be more

than 30,000 persons, which is a considerable increase over the years of 1967

and perhaps 1968,
Social Services are being frozen at 1968 levels. All hospital building is

being frozen, as well as psychiatric services, pre-natal and infant welfare

clinics, and welfare grants.

It is estimated that 123,000 families (one out of five) are living in sub-

standard lmusing, and nothing can be done in 1969 to improve this situation.
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It is estimated that there are 116,000 (one out of six) families living below
the poverly line, which has been defined as IL 400 (less than $115) per family
per month, and nothing can be done to relieve this situation in 1969.

The defense budget of Isracl for fiscal 1969 will be 207 of the Gross National
Product. The comparable figure for the United States is 10%, This is clearly
a tremendous burden on the people and economy of Israel.

In soite of the anticipated increase in Israel's exports, as her economy ex-
pands, the balance of payments deficit for 1969 is expected to be between
$600 - $650 million, of which imports for defense purposes will account for
the major portion.

The Defense budget for fiscal 1969 does rn:t include capital payments for such
items as purchase of Phantoms, or other weapons which must be manufactured in

Israel, for which there will obviously be very heavy costs.
It is estimated that 3% of the populatiun of Israel is in uniform and on active

service, all year round. To understand the me;ning of this burden, translated
into American terms this would mean an army of 6 million men in the United
States. Actually, even with our commitments in Vietnam, NATO, and other paris
of the world, the United states does not have more than 3-3 million men
in uniform.

CONCLUSION
From all of the above, certain conclusions are clear and obvious.
In the face of continuous Arab refusal to make peace, Israel's need to defend
herself mounts in cost. Present day costs are almost three times as much as
Jjust two short years ago.
With one of the heaviest tax burdens in the world, the Israeli taxpayer is
barely ap}e to pay for these costs, and there is almost nothing left over.
The social welfare costs are estimated to be $420 million (sece faragraph 2

above) of which $365 million are in areas of traditional philanthropic
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responsibility.

Prior to June, 1967 two thirds of the funds for maintenance of UJA-supported
programs in Israel, for which it had the responsibility, was voluntarily
contributed by the people of Israel. This is no longer possible.

It is the responsibility of free Jews in the outside world to provide the
$365 million. Estimating what might be available from the regular campaign
in the United States in 1969, plhs what might £e available from campaigns,
both regular and emergency, in the rest of the world in 1969, it is clear
that the burden which can be met only by the Israel Emergency Fund of United
St~tes Jewry in 1969 is over $200 million,

This is more than was raised during the Emergency Fund of 1967. It is there-
fore clear that the Emergency campaign of 1969 must be even larger than that

of 1967, There is simply no alternative.
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1. It is estimated that the Israecli internal revenue for fiscal year 1969, beginning
April first, i.e., everything which can be expected to come from the Israeli
citizens themsclves, through their tremendously high tax schedule, will be
somewhere between IL 3.3 and IL 3,6 billion (2pproximately $1 billion).

2. It is estimated that the defense budget for operations and maintenance, exclusive
of capital, in fiscal 1969, will be more than IL 3 billion (also about $1 billion).
Two years ago the comparable figure was IL 1, 25 billion.

3. It is estimated that the costs for social services of the population in fiscal 1969
in all areas will be $420 million. Cf this, it is estimated that $365 million are
in areas which have been the traditional responsibility of philanthropy, and
which must be met by available philanthropic dollars, as follows:

Social Welfare Services, including

Immigration and Absorption $100, 220, 300
Health Services 50, 9929, 220
Education (non-compulsory: pre-kindergarten,

secondary, vocational) 75, 020, 000
Institutions of Higher Learning 35,9000, 030
Youth Care and Training 6, 000, 2200
Absorption in Agricultural Settlements

(excluding occupied areas) 24, 209, 0922
Immigrant Housing 75, 930, 209

TOTAL $365, 300, 020

FROM THE ABCVE THREE ITEMS IT IS CLEAR THAT ALMOST
THE ENTIRE REVENUE CF ISRAEL IS RECUIRED TC MAINTAIN
HER CEFENSE, AND THAT THERE IS PRACTICALLY NO MCNEY
AVAILABLE FROM ISRAEL'S INTERNAL REVENUE SCURCES FCOR

ANY CF THE SCCIAL SERVICES FOR THE POPULATION.
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It is anticinated that the number of necw immigrants during 1969 will be at

least 3, 039 persons, which is 2 considerable increase over the years of

1967 and perhaps 19638.

Social Services arc being frozen at 1962 levels., All hospital building is being
frozen, as well as psychiatric services, pre-natal and infant welfare clinics,
and welfare grants.

It is estimated that 123, 00D families (one out of five) are living in sub-standard
housing, and nothing can be done in 1969 to improve this situation.

It is estimated that there are 116, 2)9 (one out of six) families living below

the poverty line, which has been defined as IL 40) (less than $115) per family
per month, and nothing can be done to relieve this situation in 1969.

The defense budget of Israel for fiscal 1969 will be 207% of the Gross National
Product. The comparable figure for the United States is 10%. This is
clearly a tremendous burden on the people and economy of Israel.

In spite of the anticipated increase in Israel's exports, as her economy expands
the balance of payments deficit for 1969 is expected to be between $620 - $650
million, out of which imports for defense purjoses will account for $37)
million,

The military operating budget referred to in Paragraph 2 above and the balance
of payments deficit referred to in Paragraph 9 above does not include capital
payments for such items as purchase of Phantoms, or other sophisticated
weapons which must be manufactured in Isracl, for which there will obviously

be very heavy costs,
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11, It is estimated that 3% of the population of Israel is in uniform and on active
service, all year round. To understand the meaning of this burden, trans-
lated into American terms this would mean an army of 6 million men in the
United States. Actually, even with our commitments in Vietnam, NATO, and
other parts of the world, the United States does not have more than 3-1/2
million men in uniform.
12. As an example of some of the ex>enses of the military budget, referred to

in Paragraph 2 above, but by no means all-inclusive, are the following items:

i $ Million

a) Sinai Desert - Suez Canal Area 55
b) Military expenses in occupied territories 149
c) Social services in occupied territories 30

d) Border guards and electronic fence,
against infiltrators 75

e) Navy, to keep open passage to Eilat 20

f) Jordan and Beit Shean Valley, for shelters,
paving of roads and concrete roofs 12

g) Civil defense, including anti-gas, in

vulnerable areas 10
h) Air force and armoured corps needs 320
CCNCLUSICN

From all of the above, certain conclusions are clear and obvious.
1, In the face of continuous Arab refusal to make peace, Israecl's need to defend
herself mounts in cosJ. Present day costs are almost three times as much

as just two short years ago (see Paragrapnh 2 above).



With one of the heaviest tax burdens in the world, the Israeli taxpayer is
barely’ able to pay for these costs, and there is a2lmost nothing left over

(see Paragraph 3 above).

The social welfare costs are estimated to be $42) million (see Paragraph 3
above), of which $365 million are in areas of traditional phi lanthropic
responsibility,

Prior to June, 1967 two thirds of the funds for maintenance of UJA-supported
programs in Israel, for which it had the responsibility, was voluntarily
contributed by the people of Israel. This is no longer possible.

It is the responsibility of free Jews in the outside world to provide the

$365 million, Estimating what might be available from the regular campaign
in the United States in 1969, plus what might be available from campaigns,
both regular and emergency, in the rest of the world in 1969, it is clear that
the burden which can be met only by the Israel Emergency Fund of United
States Jewry in 1969 is over $200 million.

This is more than was raised during the Emergency Fund of 1967, Itis
therefore clear that the Emergency campaign of 1969 must be even larger

than that of 1967. There is simply no alternative.

1).3.63
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EUSEIAY PLEOENCE, in arms and men, on operational duties,
as well as advisoly, has increased since Jap. 1970, to
point where Tres., l'ixon said in June that Middle Yast
vas a preater danger to world peace than Southeast Asia.

1) Russian arms supplied to Egypt since Six Iay Var
total:

€580 millicn, given for nothing, as replacement for
destroyed msterial

1000 million, sold on ten years credit, 2 years grace,
2% interest, &t 1/3 cut price

Total 01 billion, 580 million.

2) Hussien men = nobody really knews any longer, but with
full MIG operatiopal squadrons, $.-2 ond SA-3 missile
sites, radar instsllations, plus all previously known
advisers, there.are probably 10-15,000 Fussicns in
Epypt.

3) Russian missiles

a) The Fussians hove becone deeply imvolved in
Sgyptian air _defense, 8y end of June, they had
brouzht 12 40 .15 SiA-2 batieries (6 launcers each)

_plus 3 to 5 “SA-3 botteries (4 lounchérs each - with
2 missiles to cpeh launcher) into area close to
Canal. They have elso brought fighter squedroms to
airficlds close to Canal.

b) The “ussians are not "“& little pregsnant". Cnce
they took a decision to enter 2ir defense, they
rmust zo all the way, including sending their pilots
up to intercept. They make one move after another
very gradually. Slowly they will move forward with
missiles, and when there are no more Israeli planes
over the fenal, they will move artillery forward
and hamrer Israeli ground defenses, make it hard
to rebuild, couse many casualties, and finzlly try
to cross. Fven to take only a few kiloneteres on
east Pank would be worthwhile for them.

¢) Isrcel has somec electrenic mmd other defenses ngeinst
the SA-2, but there is thus for ro adequate defense
ageinst the Si4-3., Severel Thentoms have been lost
to these missiles. ¥ach nissile costs approx.
{100,000 and tae lussians have fired as many as 60
on one day - or (& nillicn worth. It is a wonder
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thot not nore Israeli circraft heve been lost,

. d) The missile sites are interspersed-SA.2 and SA.3
covering ench other - in o zonc approxi—ately 20
miles west of the Canal. ‘Vere thesc sites to be
nmoved forward to the Cannl itself, Isrcel would be
in great danger, feorced in effeet back from the Canal.
Cross-Caonal landinpgs would then be possible. It is
obvious thot these sites nust be removed or destroyed
at Any cost, by any me:ns.

II. ARAB MILITANY BUILD-UP

1) On Egyptirn front, Isrzel is out menned 12:1, and
out punned 24:1.

2) The Ircqis heave two divisions and 400 tenks in Jordan.

3) Syria keeps 100,000 ma iithe short line betveen
Kuneitras ~nd Damascus (~pprox.40 miles), plus 1000
tanks, which wns the size of the entire Epypticn
force in the Sin~i desert threatening Isrcel in Moy
1967.

4) Enemy nircraft - fighters only (figures for bombers
and other aircraft
not given herc).

at end of Six Day lior Todoy
Egypt 50 550
Syric 45 260
Jordan _0 _40
2 850
. Tanks
at end of Six Doy War Today
Egypt 300 1600
Syria 350 1000
Jordan 100 450
130 3050
. 1) 1% ) ISRAELI DEFENSE

1. The defense budget for 1967(year of actusl war) was
IL 1.25 billion (appr-x. %360 million). The defense
budget for 1970 start>d =t IL3.8 billion ~nd will
probably finish at IL 5 billion (approx. $1,440
million) - or 4 tinmes as nuch as the year of the
Six Day Vaor,
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2) Developimernt ¢f the defense budret

Yeor Defence budpet Deferce budget Defe:iice budget
(current prices) as % of GNP as % of totzl
% Governmental
_ _budyet
billion millicn %o
1L 5
1966/7 1.2 " 343 11 11.4
1967/8 2.0 571 16 35
1968/9 P 771 19 R 42
1969/70 3.3 971 21 4C
1970/1
(original) 3.8 1086 22 40
. 1970/1 ) 1428 30 45

3) The collar cost and sources of direct imports for

defense wer:. :

Year Tot=l Inports Inports Share of
million $ fronm _the USA US4
millien § %
1967/8 200 46.8 24
1968/9 305 §92.5 40
1969/70 395 269.- 63
1970/71 _
(original) 510 385.- 70
@ e/ “735 611 .- 33

4) The causes of the risc in defence expencitures are:
a) The rapid build up of Lrab forces as demonsirated

in the following table.

Prior to
6 _day war Lt present Expected in
Feb. 1972
Lrnour 100% 170% 220%
Air Force 100% 204% 280%

Lrtillery 100% 121% . 155%



b)

c)

5.
a)

b)

Accelerated irntensificetion of Israeli front line
ectivities :

Fiscal Year Total
million million
IL $
1967/8 68.1 19.5
1968/9 185.8 53
1969/70 6642 140
1970/71 827.8 236

The rising cost of wecpon system as illustrated below:

Tanks I $

Shermans 250,C00 = 70,000 approx.
Centurion 50C; 000 = 140,000 aporox.

Mocdern tank 1,000,000 = 280,000 approx.
Aircraft

Ouragen 0.2 million dollars
Mirage 1.3 I "
Fhantom P " o

Reesons for the recent additions to the defence budget:

on Merch 197C Soviet pilets started operetional flights
in Egypt. Tke Epypiion army, encouraged by this
development, stepuoed up its grounc activities. To mect
the new threst several.omeasures were undertaken.These
included heavier bombing end shelling of Egyptian
positions, strengthening of Israeli fortifications and
the improvement of warning systems. ZLdditionzl expend-
itures of 300 million IL (&lmost $100 million) were
requircd,

In June, the Egyptians =nd thc Soviets moved forward
their anti-aircraft missiles, end other troops. The
dircct Soviet involvement forccd Israel to speecd up
the militery preparations, thet is, to inercase the
procuzement of aircrafi, enti aircraft missiles,
ammunition, armour, elcctronic equipment ete.
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The tetzl cost of the incresse in eguipment and susnply

is

sbout $625 nillion, of which about (257 million

ere peycble in the currerdt fiscal yeor,

6.

It

(2)
(b)

(c)

the cease-fire

=y

What are the possible effectis o
onn deferce expenditures ?

Since the Arshs cre arming very ropidly, and since
hostilitics may breck out et the end of the ceese-
fire period( =néd even before) Isricl must prepeare
Zor this contingency.

is) therefore, neccsséry to:

strengthen fortificctions

builé up inventierics of =2ir bonmbs,hcavy ard light
emmunition, sp rs parts etc.

in goneral, bnild up Isracli's streangth, so Zgypt
vill be deterrcd from broaking the cease-firce again,
or if. she nttacks, to meet the possibility of a
renewed 2ll out var,
The present budpct enmlls for the purchase in 1970

of approximntely E5C0 millior worth of orms ond
supplicss

Additionndl rrms cfn heyend wll be purchased,during

the bolrncaiof Fiscnl 1970 and 1971, for uporoximately
7625 milliongy Thigpwiligiinclude Thontom cnd Skyhowk
plrnes, ton'S9Rhcrvy Birs, ta#9op carriers, aati-
sircrefty’ howk DStberitsg ard other “ecuipnent. This
fret is~0% erucicl impertorce., The'cease fire does

not cffeet 'the delivery of these wetpens, clthough
exnet timetsBle of delivery mey very depending on
circumstonces. "Isr®el will) ce® this ecuipment ond
thit is the basdie zerscn for\thic sharp cost increase.

These crms must be paid for. Some long-toern credits
crre aveilable but not for very large smounts. The
linits cf Congressional ocuthorizoations =are being
rescarched crnrefully to ascertrnin the maximunm credits
possible, but even if these werce to be pgranted, it

is estina>ted theot the totel would not go much beyond
$200 million. In this conncction it must always be
renembered thet Israel's foreipgn currency debt,

which is = hecvy mortgage on the next gencration,is
alrecdy in the viecinity of €2.5 billion.



10. Since it is usuzlly difficult to buy sbroad,

Isrnel must incrensingly develop its own ebility
to produce. Ecfore the six dey var, military goods
ond services vere bought in Isrcel for II4C0 milliion
€130 million). Today Minisiry -+ of Defence is buying
epnpuclly L1.25 billion(£36C rillion) ond in next few
yezrs wvill resch IL2.0 billion (9570 million). But
this requirces a huge infrastructurc vhich neans
trencidous capital invesiment.

1Y s FINANCILL TLCTS
1, It is nov estimatcc gaflexr revisicns rade Since the
beginning of the fisecl year,in April,sthat the
Isreel Goveramcnt budgct for the fisecel 197C/71 will
lock &s follovws: .
1670/71
Expend. Income
(L Pillion) (1L Zillien)
Defence 5o 54T Tox revenue
Velfare Services y 4 3.5 Internzl loens
(n~inly froem
bonds bought
by Isrceli
public and
benks).
?gggziz;mfﬁzglces 1.6 1.8 External locns
i (from banks =nd
institutions
outsiue Israel)
Othcer services .8
debt scrvice 1.9
- 11.0

2. Defence costs will consume 2lmost 90% of tax
revenue,

3. The cconomy Loceps growing, the pecople of Isracl kecp
paying more toxes, buying nore Government bonds,
subseribing to norce ceompulsory loans, and yet
the defence costs nount in such tremcndous volune
&5 to consume almost 90% of the entire tox incone
and clnost one third of the entire GNP. No country
in the world bears such ~ burden. In Zncericen
equivalent ternms, the GNP is around 2900 billion,
and the cdefenc: cest is oround U80 billion,
or less thon 10%. Irngine the effect in the United
Stetes if the defence cost were 30%, or well over
¢300 billion. ,



TOT/LL IMTORTS
(of which for
defence)

CTLL EYFCLTS
DEFICIT

DOLLAF FES EVES
at beginning
of year

RESTRVES, as %
of IMFORTS

= e

Isr-el has todsy more than 20% of its entire labor
force in uniform, and in the defence industries.
It is cbvious what 2 destrictuve c¢ffect this has
on the total economy.

Another wey to leook at the terrible burden of defcace
is in terms of the balance cf payments. For fiscal
1970, it is estimated thet the gep between imports
end exports will be 91 billion 200 million. Of this
amount $760 million will be directly attributable to
defence purchases,

Bolence of peyments (in million &)

1966 1967 1968 1969 1970
18317 1,479 1,876 2,200 2,700
(159) (324) (347) (425) (760)

872 950  1,18C 15325 1,500
445 529 696 875 1,200
643 621 715 663 400
(49%) (42%)  (38%)  _I30%) (15%)

In otheér vords, b- the end of 1970, the dollar
reserve will be droppinz to the dangercus point
of being eble to cover orly 1/6 or 2 months worth

of imports.

It is interesting to note that in regard to the US-
Israel balance of payrents, Israel is currently
spending more money in the US then it is receiving

from the US in e£ll cotegories. For 197C it is estincted
thet Israel will spend in the US 300 million more

than Israel is receiving from the US.
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V. JEYISH AGENCY MNEEDS BUDGET 1971

(figures rourded-out)

Immigrntiop and Absorption

Absorption in Agricultural Settlements
Social.Velfare scrvices

Heclth Serviees

Employment

Housing

Youth Aliyash

Educntion

Higher Educ=otion

Debt Services

Administretion,Comptroller,Reserves

o
L

50,750,000
42,000,000
41,000,000
72,000,000
10,750,000
178,500,000
7,500,000
69,250,00C
80,000,000
38,000,000

11,750,000

$§ 601,500,000

These figures are based upon an imnmigration for 1971

of 4C,000 - 50,00C persons,
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CCNCLUSICNS

In fiscal 197C Isrnel's defence costs will be four
tines as nuch as during the year of the six day war.

Even if the ceasc fire on the Suez Cannl, is paintcined,
defence costs will be reduced cnly narpinally,becsusc

of the continuation of 21l expenditurcs, ond the purchase
of heavy equiprent from the United Strtes. In addition,
war on the other fronts also continues.

As one high-ranking cfficer put it : "If the cecse-fire
is to le:.d tc pence, it will be because Isrcel rmaintains
‘her strength. Then perhaps the Arcbs will understond
the futility of their wor of attrition. If, on the other
hand, the Israeli position deteriorates, there is no

- incentive for the Lrebs 1o negctiate. Israel's strength

is her trump ct.rd. If the cease fire were to lead, by
sone piracle, to petce, the worst we will have done is

to howe spent one billion deollars to insure peace. Vould
not that be the preatest bargein in the world 7

The Israeli eitizen, becrin;: enc eof the heaviest tax
burdens in the entire world, will produce encujih revenue
just barely to cover the defence costs, with almost
ncthing left over. As imnigr~tion centinues, ~t an annual
rate of 4C,00C to 5C,00C, the entirc responsibility for
the philoanthrepic burden, must be met by free world Jewry,
nct partial respensc, as has beem the case in the past.

The UJi for 197C, in bath the Encrpeney Fund and Reguler
Fund, will nchieve moreé than 2(( nillion in pledyes,
which will be 2 3C million dolloar increase over 1969.

For 1971, it will be neccessary for the UJL to attenpt

to reach 4C( nillion dollars, in both the regular and
energency funds. In oddition there are the loucal and
national budgetis for the cormunities outside New York
City, which will comprise almeost 10C pillion dellars for
1971. This neans that the total conmpoiin effort must be for
57 million dollars. A tremendous cffort will be made by
the free Jewish cormunities in the werld,as well. The
Keren llayesod countries will moke the effort to reach
20fmillioan dollars in 1971 , which is more than double
the current performonce of 197C.

The UJA slosan for this campaizn, will be "SURVIVAL MESANS
SACRIFICE".

25 Auprust 1970
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RUSTY Y PTECDECE, in arms and nen, on operational dulies,

as vell as cdvisoty, hes increesed since Jop., 1970, to
point where Yres. l'ixcen said in June that }iddle ¥ast
vas & greater denger to world peace then Southeast isia.

1) RBussian arms supplicd to Cpypt since Six Iay Var
total: : .

¢58C rillien, given for nothing, as replacement for
destroycd material

$1020 nllllon, sold on ten ycars credit, 2 years grace,
2% interest, at 1/3 cut price

"Total {1 billion, 580 million.

'2) Russisrn zen - nobody really knows any longer, but uLth

full MIG operational squadrons, SA-2 and SA-3 missile
sites, radar installations, plus all prev1ously known
advisers, there are probably 10-15,000 uUSSlurS in

" . Epypt.

3) Russisn missiles

a) The Fussians have become deeply involved in
Egyptiar cir defense. By end of June, they had
brought 12 1o 15 SA-2 batteries (6 launcers each)

. prus 3 to 5 SA-3 betieries (4 lcunchers each - with
2 missiles tc each launcher) into arca close to
Canal. They have 2lso brought fighter squedrons to
airficlds close to Canal.

. b) The Yussians are rct " o little pregrnant". COnce
they took 2 decision to enter a2ir defense, they
must zo -all the wey, including sending their pilots
up to intercept. They make one move after snother
very gradually. Slovly they will move forward with
missiles, and when there are no more Israeli plares
‘over the Zenal, they will move artillery forwvard
and hamrer Isrneli ground defenses, make it hard
to rebuild, couse nany casualties, and fincslly try
to cross., Fven to tzke only a few kilonmeteres on
east Pznk would bec vwerthwhile for them,

¢) Isrcel has some electronic mnd other defenses ngrinst
the SA-2, but there is thus feor no adequate defense
agrinst thc Si-3. Scveral Yhontoms have been lost
to these missiles, ¥ech nmissile cosls approx.
$100,0C0 and tae Jiussiens have fired &s many os GO
on one day - or {€ millicn worth., It is a wonder
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thet not nmore Israeli ﬁircraft heve been lost.

. d) The missile sitecs sre intersperscd-SA.2 and SA.3

. covering cnch other - in o zounc approxi—ately 20
miles wvest of the Canal, "Vere thesc sites to be
moved forward to the Cannl itself, Isrcel would be
in great donger, feorced in effect back from the Canal.
Cross~Canzal landinpgs would then be possible. It is
obvious thut these sites must be removed or destroyecd
at any cost, by any mecuns.

II. ARAB MILITANY BUILD-UP

1) On Egyptirn front, Isrzel is out manned 12:1, and
out gunned 24:1.

2) The Ircqis hrve two divisions ond 400 tunks in Jordhn.

3) Syria keeps 100,000 me inthe short line between
Funeitra ~nd Domascus (approx.40 miles), plus 1000
tanks, vhich was the size of the entire Lgyptlnn
force in the Sinri desert threatening Isrnel in Moy

1967.

4) Eneny nircraft - fighters only (figures for bombers
‘end other aircraft
- not given herc).

at end of Six Day Ver ;‘ ‘ Todoy
Egypt 50 S 550
Syria 45 Lt 260
Jordan .0 _ 5 40

' 2 /. . B
i Tanks ' j ' i
at end of Six Doy Var Todaoy
Egypt 300 : 1600
Syria 350 -~ 1000
Jordan 100 450
' 150 3050

III. ISRAELI DEFENSE

1. The defense budpet for 1967(year of actuwl war) was
IL 1.25 billion (appr-x. £360 million). The defensec
budget for 1970 start>d4 ot IL3.8 billion «=nd will
probnbly finish at IL 5 billion (approx. $1,440
million) - or 4 times as nuch as the ycar of the
Six Day Var,
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2) Developrent of the defensé budret s

Yecor Defence budpet Deferice budpet Defe:ice budgpet
(current prices) as % of GNP as % of totcl
3 Governmenticl
5 . - : budy et
billion million %
IL $ . =
1966/7 1.2. 343 11 : ' 11.4
1967/8 2.0 571 : 16 ' 35
1968/9 2.7, TR, 4 19 SV
1969/70 3.3 971 chil ' R oac
1970/1 : a = '
(origiral) 3.8 1086 23 V. ' 40
1970/1 5 1428 30 o 45

3) The collar cost nnd sources of direct imporis for

defense wer:n :

Yeor Totz]l Inports Invorts . " Share of
' " million T from the USA USA
_ _ . . millien $ N
1967/8 200 | 7 4P B 24
1968/9 305 e ity B 40
1969/70 395 3 269.~ e
1970/71 . T R Lt o '
(originzl) 510 _ Y = 885, 70
1970/71 538 " A L6~ 33

4) The couses of the rise in defence expenditures are:
&) The repid build up of Arab forces as demonsirated

in the following toble.

Prior to

6 day wvear Lt present Expected in
Lrnour 100% 17C% 220%
hir Force 100% o 204% - 280%

Lrtillery 1004 | 121% 155%
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b) Accelercted intensification of Isrecli front line

c)

sctivities :

.Fiscel Ycor

million

1967/8 6.3
1968/9 .o 185.8
1969/70 _ 455 .2
1970/71 827.8

Total
million
$
19.5
53
140
236

The rising cost of wezpon system as illustreted below:

Tenks L
Shermans 250,C00
Centurion 500,000
Modern tank 1,000,000
. Aircraft '

Ouragan

Mirnge

Phantom

5.

b)

$
'79,000 approx.
140,000 &pprox.

280,000 approx.

0.2 million dollars:
1 I. 3 n "
3 . 7 n ' n

Reesons for the recent additions to the defence budget:

on Mzrch 167C Soviet pilots sterted operetionzal flights
in Egypt. The Egypticn army, encouraged” by this
development, step2ed up its ground activities. To mect
_ the nev threat severzl measures vere underteken.These
includcd hcavier bombing end shelling of Egyptisn
positions, strenpgthening of Israeli fortifications and

the improvement of warning systems.
ditures of 300 million IL (s2lmost $100 million) were

requircd.

Lddition:cl expend-

In June, the Egypticns and the Soviets moved forwvard
their anti-circraft missiles, end other troops. The
dirccet Soviet involvement forccd Isracl to specd up
the military preparatiens, that is, to inercase the
procuzcemcnt of aircrafv, anti sircraft missiles,
ammunition, armour, elcctronic equipment cte. .
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The 1otzl cost of the incroase irn equiprment and sunply
is sbout $625 million, of which aboul (252 million
cre pzyeble in the cu rrC't fiscel yoor,

6. Vhat are the possible effeetls of the cease-fire
or. ¢efernce expernditurcs ?

Since the Arnbs cre crming very ropidly, and since
hostilitics nuy bresl out ot the end of the ceese-
fire puriod( =nd cven before) Isr.cl must prepare
for this cortxngcncy.

It is thercfore, nccessory to:

(a) strengthen fortifications

_(b) build up inventorics of 2ir bombs,hecnvy ard light

epmunition, sp-re¢ parts elc.

(¢) irn genersl, build up Isrzel's streagth, so Egypt
will be deterred from breaking the ceasc-firc egein,
or i? she cttacks, to mecet the posszbllltv of a
rcneved ©ll out ver.

7. The present budget ezlls for the PLTChuSL in 1970
of approximately $5C0 nlllnor vorth of crms ond
supplics. :

8. Ldditionsl rrms ern ke, rnd will be purchuased,during
the belrnce of fiseal 197C ond 1971, for upwroximcately
€625 million. This vill inclede Thantem ond Slkyh-wk
plcnes, itcn''s, honwvy :vrs, troop carriers, ~ati-
eircr=ft, howl batterics, ard other ccuipnent. This
fret is of crueci=l import-rcce. The cecase fire does
not cffeet the LCIthry of these wenpens, clthough
exnct timet-ble eof delivery mey very depernding on
circumstonces. Isrcel will get this eguipment cond
thet is the bosic recscen for thic shapp cost increase.

9. These arms must be paid for. Some leong-term credits
sre avoilable but not for very large cmounts. The
linits cf Congressional authorizations zre being
rescarched corefully to ascertoin the maximunm clredits
possible, bul oven if these verc to be.pranted, it
is estinnxted thot the tolzl would not go much beyond
¢200 million. In thl connoction it must zlveys be
renerbered thet Isrcel's forecign currency debt,
vhich is = henvy morigage on thie next gencration,is
alrecdy in the vicinity of ©€2.5 billion.



10. Since it is usually difficult to buy cbrozd,

Israel must inerensingly develop its own cbility

to vproduce. INcfore the six dny var, nilitary goods
end scrvices vere bought in Isrcel for 114C0 milliion
(130 million). Todoy Ministry: of Defence is buying
ennuclly 11,25 billien(£36C rillion) cond in next few
yeers vwill reach 12,0 billion (9570 million). But
this requires a huge infrastructurc vhich neans
trencidous capital investment,

FINALNCIZL RACTS

IV,
1, It is nov cstimnted, aficer revisions mede since the
beginning of the fiscel year in April, that the
Isreel Government budget for the fiseal 197C/71 will
lock as follovs: '
1970/71
Expend, ‘Income
“(IL Pillion) (IL Billicn)
' Defence S5e=- & 5.7 Tex revenuc
‘Velfare Services i o iy 3.5 Internczl loans
: ; (meinly fren
bonds beught
by Isrceli
public and
L. benks).,
Econoric services ’ - - L
A 1.6 SRS, External loans
(devc%opmunt) , : (from banks =nd
institutions
. outsice Israel)
Other services | .8
debt service 1.9

11.0 5 X500

2. Defence costs will consunce rlnost 90% of tax
revenuc.

3. The cconomy Leeps growing, the pcople of Isreel kecp
- paying more toxes, buying rore Government bonds,
subscribing to norc cempulsory lonns, and yet
the defence costs mount in such trencndous volune
rs to consune almost 90% of thce entire tax income
end rlnost once third of the entire GNP, No country
in th¢ world bears suchk o burden. In Lnerican
equivalent terms, the GNP is around $900 billion,
and the c¢efence cest is around U80 billion,
or less thon 10K, Inagine the effect in the United
Stotes if the defence cost vere 30%, or well over
2300 billion. y
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4, Isrrel hes todzy no>c than 20% of iis entire lebor
force in uniform, and in the defence industries.

It is cbvious what 2 destrictuve c¢ffcct this hes
on the toial cconomy,

5. Another wey to look mi the terrible burden of defcace
is in terms of the balonce ¢f paymenis. For fiscel
1970, it is estimated that the gep between inports
&nd exports will be $1 billion 202 million. Of this
amount 3760 million will be directly attributable to
defence purchases.

I
Belence of peavrments (in million §)

1966 1967 1968 1969 1970
TOTLL INYORTS 1,317 1,479 1,876 2,200 2,700
‘of vhich for 0
defence) (159) (324) (347) (425) (760)
TCTLL EYPCITS 872 950 1,180 e 1,500
- DEFICIT 445 529 696 875 1,200
DOLL/F RESTRVES &b ‘ '
et beginning da : — _
of year 643 621 715 663 400
RESRVES, as % B Y S P
of IMFORTS (49%) - (42%) (38%) (30%) (15%)
In other vord@s, b~ the end of 1970, the dollar
ot resexrve will be droppinz to the dangercus point
. #e " of being eble to cover orly 1/6 or 2 months worth

of imports.

6. It is interesting to note thet in regerd to the US-
Isresel bnlance of payrents, Israel is currently
spending mcré money in the US than it is receiving
fron the US in cll categories. For 197C it is estincted
thst Israel will spend in the US $300 million more
than Israel is receiving from the US,



V. JEVISH AGENCY PREDS BURGAT 1971

(figures rounded-out)

Imnigrntiop erd Absorption

Absorption in -Agricultural Settlements
Social.ﬂélfcre services
Heclth Services
Employment’

Housing

Youth AlifkR

Educniion

Higher Educstion

Debt Services

Administrstion;Comptroller,Reserves-

$

50,750,bod
42,000,000
41,006,000
72,000,000
10,750,000'
178,50C,000

- 7,500,000

69,250,000
80,000,000
38,000, 000

11,750,000

$ 601,500,000

These figures are based upon an immigration Zor 1971

of 40,000 - 50,00C persons.
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1.

2.

3.

'5-

6.

CONCINISTONS

In fiscal 197C Israncl's defenct costs will Lic four
tines as nuch ~s during the year of the six day war.

Even if the cease fire on the Sucz Cannl, is cainteoinced,
defence costs will be reducced only nerprinally,becousc

of the continuction of 2ll expenditurcs, and the purchose
of hecavy equipitent from the United Sistes. In addition,
war on the other fronts also continues.

As one hipgh-ronking efficer put it : "If the ccase~fire
is to leid tc pence, it will be beecuse Isrcel rmointeins
‘her strenpth. Then perhaps the Arzbs will undersiond
the futility of their wor of attritien. If, -on the other
hand, the Isrneli positicn cdetcriorates, there is no

- incentive fer the Lrebs to negctinte. Isrcel's sirenglh

is her trump cord. If the cease fire were to lead, by

sone riracle, to pence, the worst we will have done is

to have spent one billion dellars to insurc pence. Yould
not that be the prentest bargein in the world 7"

The Isrceli citizen, becrin onc of the heaviest tox
burdens in the entire world, will produce cecncugh revenue
Just borely to cover the defence costs, with clmost
nothing left over. As imnigrntion continues, nt an annual
rate of 4C,0CC to 5C¢,0CGC, the entirc responsibility for
the philanthrepic burden, must be met by free world Jewry,
nct partial respense, as hos been the case in the past.

The UJi for 197¢, in both the Encrgency Fund and Repguler
Fund, will achieve more thon 2(( nilliorn in pledges,
which will be = 3C mnillion dollar increase over 1969.

For 1971, it will be necessary for the UJ.L to attenpt
to reach 4C(C million dollars, in both the regular and
encrpengy funds. In addition there are the local and’

. mational budgets for the cormunities outside New York

City, which vill comprisc z2lmost 10C pillion dollars for

1971. This neans that the totzl conpoiin effort must be for

S°C million dollars. A trenendous cffort will be made by
the free Jewish ceormunities in the world,as well, The
Kercen Ilcycesod countries will mnke the effort to reach
20Cnillisn dollars in 1971 , which is more thoan double
the current performnnce of 197C.

The UJA slosan for this campoizn, will be "SURVIVAL ME/NS
SACRIFICE". -

25 Ausust 197C
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RUSCILAY, TUAECTECE, in arms and nmen, on operational dutlies,

as vell as advisoty, hes increcased since Jen, 1970, to
point where Yres. l'ixcon said in June that Middle Bacst
vas & greater denger to world peace than Southeast iAsia.

1) Bussian arms supplied o Zgypt since Six Iay Var
total:

¢58C rillien, given for nothing, as replacement for
destroycd naterial :

$1000 nllllon, sold on ten ycars credit, 2 years grace,
2% interest, at 1/3 cut price

"Total {1 billion, 580 million.

'2) hussisn zern - nobody really knows any longer, but with

full ¥IG operatioral squadrons, SA-2 and SA-3 nmissile
sites, radar installations, plus all prev1ously known
advisers, there are prodably 10-15,000 nu551ars in

- Egypt.

3) Russisn missiles

2) The Fussians have become deeply involved in
Egyptiar 2ir defense. By end of Junc, they had
brought 12 1o 15 SA-2 batteries (6 launcers each)
plus 3 to 5 SA-3 betteries (4 lounchers each = with
2 missiles tc each launcher) into arca close to
Cenal. They have tlso brought fightcr squedrons to
airficlds close to Cenal.

. b) The Pussians are rct " a 1little pregnant”. Cnce
they took a decision to enler air defense, they
must zo -all the wey, including sending their pilots
up to intcrcept. T]uy malte one move after enother
very gradually. Slovly they will move forward with
miss 1105, hnd when there are no more Israeli planes
"over the Tenal, they will move artillery forwvard
and hanrer Israeli ground dcfenses, make it hard
to rebunild, cause many casualties, and finzlly try
to cross. Nven to tcke only a few kiloneteres on
east Pank would bc werthwhile for them,

¢) Isrcel hss somc electronic mnd other defenses ageinst
the S4-2, but there is thus fer no adequate defense
ngrinst thc S4i=3. Scveral Yhentors have been lost
to these missiles., Dech nissile costs approx.
100,000 end tav jiussians have fired &s many os G0
on one day = or {€ millicn worth, It is a wonder
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thet not nore Isr well circeraft heve been lost.

. @) The missile sites ure intersperscd-SA.2 and SA.3

. covering cach other - in o zonc approxiately 20
nmilces wvest of the Canal. ‘Vlere thesce sites to be
moved forward to the Cannl itself, Isrncl would be
in great donger, forced in effect back from the Canal.
Cross~Canzl landings would then be possible. It is
obvious that these sites nust be removed or destroyecd
.at any cost, by any mcuns.

II. ARAB MILITATY BUILD-UP

1) On Egyptisn front, Isrzel is out manned 12:1, and
out gunncd 24:1,

2) The Ircqis hrve two divisions ond 400 tunks in Jordhn,

3) Syria keeps 100,000 m@ inthe short line between
Funéitre nnd Dondscs (~pprox.40 niles), plus 1000
tanks, which was the size of the entire Epypticn
force in the Sinri desert threatening Isrcel in Moy

1967.

4) Eneny nircraft - flghters only (flruros for bombers
‘end other aircraft
not given herc).

at end of Six Day VWor | ;‘ Todoy

Egypt 50 R .

Syria 45 e 260

Jordan _0 _ ‘ 40
22 - . 850

" y Tanks

at end of Six Day Var . Today

Egypt 300 - 1600

Syria 350 - 1000

Jordan 100 450

' 750 3050

VELT ISRAELI DEFENSE

1. The defense budpet for 1967(ycar of actuwcl war) was
IL 1.25 billion (appr-x. £360 million). The defense
budpget for 1970 stari~d ot IL3.8 billion =nd will
probably finish at IL 5 billion (approx. $1,440
million) - or 4 times as nuch as the ycar of the
Six Day Yar,
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2) Developrment of the defersé budret @

Yeor Defence  Dbudpet Defer:ce budget Defence budget

(current prices) as % of GNP as % of totcl
: i Government.cl
: . i budyct
billion million %
1L $ oL

1966/7 L2  * 343 | ' 11.4

1967/8 2.0 571 . 16 ! 35

1968/9 &F . me, y .o P

1969/70 3.3 971 2yl o4

1970/1 : i .

(origiral) 3.8 1086 23 ' i 40

1970/1 5 1428 30 > 45
' 3) The 2ollar cost and sources of direct imports for

defense wer: :

Yeor . Totzl Inports Inports " Share of

" million - from the USA USA
; _ _ . millien $ S

1967/8 200 N, o 8.5 24
1968/9 305 k. )y R 40
1969/70 ©\a95 | o 269.- s O
1970/71 : e ST e I
(originel) 510 i Lt oer 385.- 70
197¢/71 e ) 0. - 33

4) The couses of the rise in defence expenditures are:
_8) The repid build up of Lrab forces as demonsireated

in the following table.

Prior to
) 6 _doy wor At present Expectcd in
; T ; Fek. 1972
Lrnour 100% 17C% 220%
hir Force 100% Tt 204% 280%

Lrtillery 100% | 121% 155%
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b) Accelercted intensificotion of Isrecli front line

sctivities :

. Piscel Yecr

million

1967/8- . 68,1
185.8
465.2
827.8

1968/9
1969/70
1970/71

Total
million
$
19.5
53
140
236

The rising cost of wezpon system 2s illustreted below:

Tenks L

Shermans 250,C00

Centurion 500,000

Modern tank 1,000,C00
. Aircroft

Ouragan

Mirage
Phantom

5.

fﬂn)

b)

$
'79,000 &PProX.
140,000 epprox.
280,000 approx.

0.2 million dollars:
1.3 . .
s/ % =

Reesons for the recent additions to the defence bu&éet:

on Mzrch 167C Soviet pilots sterted operetionzal flights
in Egypt. Tke Egypticn army, encouraged’ by this
deveclopnment, stepred up its ground activities. To mect
~ the nev threat severzl measures vere undertaken,These
includcd hecevicer bombing end shelling of Egyptien
positions, strenpgthening of Israeli fortificztions and

requircd.,

4the improviment of warning systems.
dtures of 300 million IL (2lmost $100 million) wverc

Ldditionsl expend-

In June, the Egyptians znd the Soviets moved forward
their anti-sircraft missiles, end other troops. The
dircct Soviet irvolvement forccd Isracl to speed up
the military preparaticns, that is, to inercase the
procuzrcmcnt of aircrafi, anti aircraft missiles,
ammunition, armour, elcctronic cquipmecnt cte..
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The totzl cost of the increase in equiprmernt and supply

is

cbout $625 million, of which about $25 million

cre peycble in ke currc:t fiscanl yoor,

6.

It

(a)
_(b)

(e)

Vhat ere the possible effeels of the cease-fire
or. ccfernce expenditurcs ?

Since the Arcbs cre arming very rrpidly, and since
hostilitics may brezk out ot the end of the ceesce-
fire pericd( =nd cven before) Isricl musi prepere

for this contingency. y

is therefore, necessory to:

strengther fortifications

builcd up inventorics of 2ir bombs,hcavy ard lighti
epmunition, sp-re parts ele.

in zeneral, build up Isrcel's streagth, so Egypt
will be deterred from breaking the ceasc-firc egein,
or if she cttocks, to mcet the possibility of a
rcneved ©ll out var, .

The present budget ealls for the purchase in 1970
of cpproximately $500 millior vorth of arms cond
supplics. —

Ldditionsl ~rms e~n ke, ~nd will be purchased,during
the belrnee of fiscel 197C and 1971, for cporoximately
€625 million. This vill include Thantem ond Skyhonwk
plcnes, icn''s, henvy :zvrs, troop carricrs, ~ati-
eircr-ft, howlk batterics, ard other ecuipment. This

"fret is of crueizl import-rce. The cease fire does

not cffect ithe celivery of these wenpens, clthough
exnct timet-Dble of delivery may very depernding on
circumstonces. Isrcel will pet this ecuipment ond

1

thtt is the basic reason for thic shapp cost increase.

These srms must be paid for. Somc long-tcrm credits
rre aveilable but not for very lorge cmounts. The
linits cf Congressional cuthkorizations nre being
rescarched corcefully to ascertoin the maximum credits
possible, but oven if these werc to be. granted, it

is estinated thot the tolzl would not go much beyond
€200 million., In this conncction it must alveys be
rencrbéred thet Israel's foreign currency debt,

vhich is o hecvy morigage on thie next gemcration,is
alrecdy in the vicinity of ¢2.5 billion.



10. Since it is usually difficult to buy cbroad,
Isrrel musty inerensingly develop its own cbility
to producc. Tcfore the six dey ver, nmilit:iry goods
ond scrvices vere bought in Isrcel for I14C0 million
(€130 nillion). Todny Ministry - of Defence is buying
ennuclly i£1.25 billion(£36C rillion) ond in next few
yeers will rench 12,0 billion (9570 million). But
this requircs a huge infrastructurce vhich neans
trencicdous capitnl investment.

1V, FINANCILL, ZLCTS

l, It is nov estimnted, after revisions mede since the
beginning of the fisexzl yeor in April, that the
Isrecl Goveranent buédzet for the fiscal 197G/71 will
lock as follows: :

1970/71
Expend, ‘Incone
(X Eillion) (IL Billien)
: Defence 5. i 5.7 Tex revenuc .
‘Velfare Services T vy 39 Internzl loens
: A (mninly fren
- bonds beught
5 9 B by Isrceli
W R eas public and
AR banks) .
Econoric services y gy : ;
i 1.6 oy £ Externzl loczns
(devc}opmunt) (from banks =nd
. institutions
: : ~outside Israel)
Other services -8 ‘ ;
debt scrvice 1.9 :
- "11.0 A V=i
2, Defence costs will consunc slnost 90% of tax

3.

revenuc.

The cconomy Lkeeps growing, the pcople of Isracl kecp
paying nore toxes, buying rore Government bonds,
subscribing to morc cenpulsory loans, and yet

the defence costs mount in such trenmcndous volune
s to consunme almost 90% of thic entire tax incene
end c.lnost once third of the entire GNP. No country
in thce world bears suck o burden. In Lnericen
equivalent terms, the GNP is around $900 billion,
and the cdefence cest is around T80 billion,

or less thon 1Ck. Inagine the effect in the United
Stotces if the defence cust were 30%, or well over
€300 billion, .
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4, Isrcel has today nmoze than 20% of iis entire lebor
force in uniform, ~nd in the defence industries.

It is cbvious what 2 destrictuve ¢ffcet this hes
on the totral c¢conomy.

5. Another wey to look at the terrible burden of defcace
is in terms of the balonce of payments. For fiscel
1970, it is estimated thet the gep between imports
end exports will be 31 billion 200 million. Of this
anount $760 million will be directly attributable to
defence purchzscs.

]

Brlence of pavments (in million $)

1966 1967 1968 1969 1970
OT.L INFORTS 1,317 1,479 1,876 2,200 2,700 <
of vhich for A
defence) (159) (324) (347) (425) (760)
TOTLL EYFCITS 872 950 1,18C 1,325 1,500
" DEFICIT 445 529 696 875 1,200
DOLLAF EESTEVES : LT ' i
at beginning - S L _
of yeer 643 621 715 663 400
RES'RVES, as % o ™ 3 ol S
of IMFORTS (49%) - (42%) (38%) (30%) (15%)

: In other vords, b. the end of 1970, the dollar
..,. : ; reserve will be droppinz to the dengercus point
: ° of being eble to cover orly 1/6 or 2 months worth

_of imports.

. 6. It is interesting to note that in regerd to the US-
Israel balance of payments, Isrcel is currently
spending ncre money in the US than it is receiving
fron the US in c2ll cotegories. For 197C it is estincted

) . thst Israel will spend in the US $300 million more
than Israel is receiving from the US,
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V. JEVISH AGENCY MEEDS BUBGST 1971

(figures rourded-out)

Immigrntiop enrd Absorption

Absorption in Agricultural Settlements
Social.ﬁ@lf&rc scrvices
Heclth Services
Employment’

Housing

Youth Lliy;h

Educntion

Higher Educ~tion

Debt Services

Adninistretion,Comptroller,Keserves -

$

50,750,006
42,000,000
41,006,000
72,000,000
10,750,000‘
178,50C,000

% °7’500,000

69,250,000
80,000,000
38,000,000

11,750,C00

$ 601,500,000

These‘figuées'hre based upon an immigration Zfor 1971

of 4C,000 - 50,00C persons.,
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3.

4.

CONCIUSTCNS

In fiscal 197C Isrncl's deferct costs will Lic four
tines as ruch ~s during the year of the six day war.

Even if the cease fire on the Sucz Canal, is paintoined,
defence costs will be reduccd unly nerpinclly,bectusc

of the contiruation of 211 expenditurcs, =~nd the purchase
of heavy equipitenl from the United Sicztes. In addition,
war on the other fronts also continues.

Ls one hiph-ranking cfficer put it : "If the ccase~fire
is to leid tc pence, it will be becruse Isrcel raintoins
‘her strenpth. Then perhaps the Arabs will understond
the futility of their wer of attritien. If, ‘on the other
hand, the Israeli positicn detlcriorntes, there is no

- incentive focr the Lrebs to nesctinte. Isrcel's stirenglh

is her trump crrd. If the ceasc fire were to lead, by
sone riracle, to pence, the worst we will have done is

to heve spent one billion dellars to insurc pence. Yould
not that be the jrentesi bargcin in the world 7"

The Isrceli citizen, becrir; onc of the heanviest tox
burdens in the entire world, will produce encugh revenue
Just borely to cover the defence costs, with almosti
nothing left over. As imnigrntion ceontinues, nt =n annual
rate of 4C,0GC to 5¢,0GC, the entire responsibility for
the philanthrepic burden, rust be met by free world Jewry,
nct partial respense, as has beam the case in the past.

The UJ. for 197¢, in both the Encrpgency Fund and Reguler
Fund, will achieve nore than 2(( nillion in pledges,
which will be 2 3C million cdollar increase over 1969.

For 1971, it will be nccessary for the UJL to attenpt

- 4o reach 4C(C million dollars, in both the regular and

encrpengy funds. In sddition there core the local and’

- national .budgetls for the cormunities outside New York

City, which will comprisc 2lmost 1°(C pillion dollors for
1971. This ncans that the totzl conpoiin effort must be for
5°C pillion dollars. A trenendous cffort will be made by
the free Jewish cormunities in the world,as well, The
Kercen llayesod countries will moke the effort to reach
20Cnillisn dollars in 1971 , wvhich is more than double

the current performnnce of 197C.

The UJL sloran for this campaizn, will be "SURVIVAL MESNS
SACRIFICE". g . , 7B

25 Aurust 197C
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THE PRICE OF DEFENCE

HISTORIC SURVEY AND PFACT SHEET

Almost 15 months of cease fire have - apart from saving many
lives on both aides of the Suez Canal - enabled both forces to
become much sﬁbﬁﬁfr than they were at the beginning of August
1970. Furthermore; tha ‘sophisticstion, snd therefore the price,
of the addf‘tional aquipment prow almost dafly.

I, SOVIET SUPFORT &0 EGYPT, in erms and men, on operational duties,
as woll sdvisory, has inereased continuously since January 1970.

1) Snviet avms snd equipment mipplied to¢ Epypt =ince the 3ix
Day War - whether given as.ontright grents, as replacement
for destroyad mgterdial, or seld on leng term favorable
cradit terms - total st least $2 bidlion, 300 million.

2) Soviet Personnel = nobedy reellydnows exact numbers, but
with Tull MIC operationellgquadrons, SA-2 and SA-3 missile
sites, radar installations, plus all previously known advisors,
there are at lehst 15,000 Russisns in Egypb.

3) Soviet Missilee and Anti-Aiperaft

(a) The Russians have begome deeply dinvolved in Egyptian air
defence. They have breught about L0 SA-2 batteries (6
launchers each); also & number of SA-3 batteries (L
launchers each - with 2 missiles to each launcher) into
the area close to the Canal. The missile sites are inter-
spersed - SA-2 and SA-3 roverine esasch other. They have
glso brought fighter squadrons to airfields close to the

enal,

(b) With the missiles in their present position the Russians
pose a great threat to Israell plenes flying over the
Canal, After inflicting serious losses upon the Israeli
Alr Force, they will moves artillery forward and hammer
Israeli ground defenses, mske it hard to rebuild, cause

many casualities, and finally try to ecross. Even to
teke only a few kilometers on the ecast bank of the Canal
wonld be worthwhile for them,
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(¢c) Isrsel has some eslectronic and other defenses against
the Russian missiles, Several Phantoms were lost lsast
year owing to these missiles, Each missile costs
approdmately $ 100,000 and the Kussians have been known
to fire as many as 60 on one day - or % 6 million worth.

II, EXPANSION OF ARAB MILITARY STRENGTH

1) The Israeli forces are vastly outmanned =znd outgunned by
the Ecyptians,

2) Syria maintains an army of 60,000 men in the area between

. Kuneitra and Damascus %approximately LO.mides) with more
than 1,000 tanks, which was largcr then the entire Egyptian
force in the Sinal desert threatening Israel in May 1967.

3) Arab sircraft - fighters only:

At end of Six Day War Todey
Egypt 50 600
Syria LS 260
Jordsan 0 q%g
T4 .
i) Argb Tanks:

at end of Six Day War Today
Eaypt 300 2000
Bynia 350 1200
Jordan 100 00

& 750 3700

III. AWALYSIS OF IS RAELT DEFSNCE

1) The original defence budget for 1967 (yesr of actusl war)
was IL 1.25 billion (approx, $-300 mil] ion). The defence
expenditure for 1970 was IL 5.55 billion (approx. % 1.32
billion) - or slightly more than l times as much as the
yesr of the Six Day War,

The 1971 expenciture will be IL 7.0l billion (or % 1.68
billion) - or more than 5 times as much as the year of
the Six Day War,

The 1972 budget is under discussion now,



2) History of the dsfence budpet:

Defence Indirecet Total Defence
budget Expendi- Defence Expenditure
tures Expend- as

Year itures of" GNP

million millien million %

I (i IL

1966 11
1967 2,140 16
1968 2,910 19
1969 g,5?0- 2l
1970 (oripinal) 4,160 b - 23
1970 (final) 5,000 550 5,550 -~y L
1971 (oriesinal) 6,L00 6L0 7,040 27

3) The causes of thé huod defence expenditires are:
(&) Th~ papid expansion of enemy foreces:
Prior to Six Day Wer “At Present Expectedinl973

Armour 100 % 190 7 300 %
Alr Force 100 » 220 » 395 »

In eddition Bhere“has been am cnormons growth of artillery
and other sophisticated egnirment,

(b) The risingqcost of middtary hardware, ‘as illustrated below:

Tanks Approximate
Shermans 70, 000
Centurion 165,000

Mod arn tank 310,000
Adroraft

Ouregan 0.125 million
Mirape 1.3 million
Phantom 5.8 million

(c) Costs of activating ths aireraft are tremendous. For
instance, hourly costs of flight of the above mentioned
planes are as fellows:

Ouragan IL 1,800 per hour ($500)
Mirage IL 3,800 per hour ($1100)
Phantom IL 7,200 por hour ($2100)
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5)

6)

7)
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(d) Costs of training pilots to fly the above types of air-
craft are considersble., As the plenes become ever more
sophisticated these costs rise steeply, as shown below:

Aireraft Pilot training cost
(million IL)
Ouragan 0.6 (#170,000)
Mirage 8 ($230,000)
Phantom (IL 1.6 million esch b
for 2 pilots) 3.2 (%900,000)

Current developments and their impact on defence costs.

The Arabsjare arming very rapidly and continue voicing their
threats almost daily, Egypt, Syria snd Libya sipned a Fede-
ration agreement and proclan{d a return to the policy of
Khartoum, namelz, "No peace, no negotiation and no recogni-
tion of Igrael." In the face of this devclopment lsrael must
be prepared more than ever for these contingencies.

It is therefore necessary to:

(a) strengthen fortifications on all fronts;

(b) increase inventories of air bombs, heavy and light armmu-
nition, spare parts, etc,;

(¢) in general to build up Isrsells strength, so that the
Arabs will bg deierred from breaking the cease-fire, or
if attacked Israel must e capebleé of meeting the possi«
bility of all out

The present 1971/72 bud*et calls for the 1mport of approxima-

tely @ 850 million worthief arms end supplies. This includes

Phentem and Skyhawk planes, tanks, hesavy guns, troop ecarriers,

anti-alrcraft, hawk batteries and other sophisticated equipment.

The arms must be paid for. The U,S. Congress, did act affir-
matively upon Fresident Nixon's regue st and '§ 500 million were
allocated for thée fiscal yesar 1971 to provide credits to
finance Israsl arms purchasges from the V.S, Government., The
credits were fully utilized lsaving an unnaid balance of about
$ 175 million, These are ecradits not grants and must be repaid
by Israel.

In the face of the continuinpg 4rab military build-up and because

of increased indebtedness Israel hes no choice but to ask for

additional support from the U.S, including pgrants. For the
iscal year 1972 Israel has requested a loan of % 300 million

and 2 grant-in-aid of § 200 million since, despite sll assis-

tance in dellars from our regular sources, we will still have

a very substantial, unwan;goable defieit, Israel's requestsfor

1972 are still undﬂw roview.

In this connection it must be notsd that Isrsel's foreign
currency debt, which is a heavy mortgage on the next genera-
tion, will rcach % 3.4 billion by December 31, 1971 and the

debt per capita will be almost % 1,400, the highest in the world,

In 1971, $ 300 million of prinecipal as well as § 200 million
of interest have to be paid to service the external debt alone,



IV, ISRAEL BUDGET

The government budget, currently in operstion, covers the
fisecal year 1971-72 (ending March 31, 1972).

EXPENDITURES

Item Amount in
$ Billion
Defense ® 1,715

Welfare Service L28
Economic Development 452
Other Services, rescrve 309
Debt Serviece 696
3,600

TNCOME
Tar Revenus 2,100

Internal Loans (purchases of Bonds by
individual Isrselis and banls) and
miscellancous 715
External Loans (overseas banks and
institutionss sales of Isngel .Bonds

abrcad) - Egg



V. BALANCE OF TRADE (Goods and Services)

Calendar Yeer 1/1 - 12/31

Negative
Year Imports Exports Balance
1966 $1.3 Bil, $ .9 Bil - .4 Bil,
1967 O w5 N
1968 1280 = . " el
1969 g M o o
1970 CH - .l NN =1 2
1971 3-0 o 1.6 o -llh— 3
1972 e 1.9 1,3 H

Dofense Sherc in Imports

Year Total Imports Defense Items P.C,of Total
1966 1.3 Bi1. % .2 Bi1. 15.L
1967 O O, B L 28.6
1968 B L. " 22.2
1969 = "B =" 2257
1970 % B a8 " 30,8
1971 & » ¢ 29.0
1972 3.8 " AW 28.1



VI. FINANCTIAL PFACTS

1)
2)

Israel Government budget

Defense costs, dircct plus
indirec?t

Defense, as % of total budget:
Total income from taxes:
Debt ssrviee (principsl @énd

interost), which was incurrsd
primarily for defensf reasons:

1971 /T2

IL 15,1 billion (% 3.6 billion)

IL 7.04 billion (% 1.68 billion)

L7 %
IL 8.8 billicn ($ 2.1 billion)

IL 2.9 billion (% 690 million)

Defense costs plus debt servies consumc morc than the entire

tax income.

Defense costs
Dabt service

No rountry in the world beers sueh a burden,

$ 1.7 biliion
062

$2.79

Tax» ineome

+ 2.1



SUMMARY

A, Expenditures. Total defense expenditures command 7% o the
entire budget, 81% of tax revenue, snd 27% of GNP, Defénse
exXpenses - % 1 715 Billion, are twice ss large as the
combined tota 1 EXpsnses for Welfare Services (# 428 Billion)
and Economic Devslopment (% 452 Billion).

B, Income. The burdensome heavy Isrscli taxes ($ 2.1 Billion).
provide 58, % of the innome,}nuwe 25 internal and external
loans ($ 2. 5 Billion) - 3.7» of the total Staté revenue.

C. Dollar Reserves. Israsel's doller resorves shrank (1971) to a
dangerously low level of $ 350-L00 Fillion:- equivalent to 6
weeks of imports costs.

CONGLUSTON

In the fiscal yeéar 1971/72 Isracl's defence costs are five times
more than they weére durines the yeer of the Six Day War,

If the de facto cease fire.on thelSu-z0andl 18 .maintained, defence
expenditures will incresse only marﬂinajlv begeuss of th:o arsb
arms bulld-un, snd the mced ta purchase soph*aticat :d equipment
from the United States,

The Isracli citizen, beaping The'heavi®st fax burden in the entire
world, will prodnce just cneugh riwonug 46 cover the defence costs,
and not enough to cover debt sérwiesy’ &As irmirpabion continues at
en m nual rate of 140;000 to 50,000, the full reSpénsibility of the
philanthropic burden” gs.well as the Tinencing of" the econonic de-
velopment of Israel must'be net By the frec world Jewry.

To enablelsracl to stand fipm ggainst «FAb intransigence; to
bolster Isreel's economic growth;*itw¥s vital that higher goals be

reachzd in 1972.

October 1971.





